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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)
(X]  QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THI
SECURITIES EXCHANGE ACT OF 1934
IFor the quarterly period ended March 31, 2009

-OR -

[ ITRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THI
SECURITIES EXCHANGE ACT OF 1934

For the transition penod from o

Commission File Number 1-6075

UNION PACIFIC CORPORATION

(Fxact name of registrant as specitied inats charter)

U'TATH 13-26206405

(State or other junisdicton of (LIRS Employer
IMCOrporaton or organtzation) Identification Noo)

1400 DOUGLAS STREEFT, OMAHA, NEBRASKA

(Address of principal executive ofhices)

68179

(/1p Code)

(402) 544-5000

(Registrant's telephone number, mcludimyg arca code)

Indicate by check mark whether the regastrant (1) has filed all reports required o be filed by Scection 13 or 15(d) of the
Secunities Fxchange Act of 1934 durmg the preceding 12 months (or for such shorter penod that the regisuant was requued
1o file such reports), and (21 has heen subject to such filing requirements for the past 90 days

& Yes [J) No

Indicate by check mark whether the regnstrant has submitted electromcally and posted on s corporate Web site, it any, evers
Interactive Data File required to be subnutted and posted pursuant to Rule 405 of Regulation S-T (3232405 of this chapter)
during the preceding 12 months (or for such shorter penod that the regastrant was required 1o subnitand post such files)

(J Yes 0O No

Indicate by check mark whether the regastrant 1s a large accelerated hler, an accelerated filer, a non-accelerated fler, or a
smaller reporting company. See the defimtons of “large aceelerated fler,” “accelerated filer™ and “smaller reportng

g

company” m Rule 12b-2 of the Exchange Act
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Larpe accelerated Diler ¢ Accelerated hler [ Non-aceelerated filer £ Smaller reporting company U
Indicate by check mark whether the registrantis a shell company (as defined m Rule 12b-2 of the Act).
] Yes M No

As of Aprl 17,2009, there were SO0, 104879 shares of the Registrant’s Common Stock outstanding
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PART I FINANCIAL INFORMATION
ltem 1 Condensed Consolidated Financial Statements

Condensed Consolidated Statements of Income (Unaudited)
Cion Pacific Corporation and Subsidiary Companies

Page b ol 40

Millions, Excepr Per Share Amouwnts,

for H'z_l‘ Three Months Ended March 31, - 2009 2008
Operating revenues
Frerght revenues S 3240 N 4.059
_ Otherrevenues . R U
Total operating revenues - 3A1S
Operating expenses:
Compensation and benefits 1,070 1,132
Purchased services and materials R 469
Fuel 380 957
Depreciation RER 340
Fquipment and other rents 37 (A
~ Other 120 il
lotal operating expenses ) B 2,743 3482
Operating mcome 072 788
Other mcome (note 6) 23 25
Interestexpense B (141) (126)
Income before mcome taxes 54 687
Income taxes - e (192) {244)
Netmeome - S RIS 43
Share and Per Share (notes 3 and N)
Irarmings per share  basic S 0.72 S 0.N6
Farnmings per share  diluted S 07 & 085
Weighted average number of shares  basic s02.7 SIS A
Werghted average number of shares  diluted - 5040 5228
Dividends declared per share S 0.27 S 0.2

ORNIRYINE fole
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Condensed Consolidated Statements of Financial Position (Unaudited)

Cnion Pacific Corporation and Subsidiary Companies

Page S of 40

Muar. 31, Dec 3,
Millions of Dollars 2009 2005
Assels
Current asscets:
Cash and cash equivalents S oo S 1240
Accounts recenvable, net S48 594
Matenals and supphies 440 450
Current deterred mcome taxes 290 276
Other current assets 267 AR B
lotal current assets - 3.017 F813
Investments 947 974
Net properties (note 10) 35,850 35,701
Other assets 379 234

Lotal assets

S 40,199

§ 19722

Liabilitics and Common Sharcholders’ Equity
Current habihties:

Accounts payable and other current habihities (note 11) S 2,545 S 560
Debt due wathin one vear (note 13) 137 320
Fotal current habihties 2,082 2880
Debt due after one year (note 13) 9,058 8.607
Deferred income taxes 10,317 10,282
Other long-term habihines 2,488 2.506
Commitments and contingencies (note 144) -
Fotal abihties 24,545 24,275
Common sharcholders” equity (note 3)
Common shares, $2.50 par value, 800,000,000 authornized,
553,529,362 and 552,775,812 wssued; SO4,087,959 and 503,225,708
outstanding, respectively 1,384 1,382
Pard-im-surplus 3,943 3,049
Retamed carmings 14,040 13813
[reasury stock (29813) (2.093)
_Accumulated other comprehensive loss (notey (3 (0
Fotal common sharcholders” equity 15,054 15,447

S 40,199

S 39,722

Fotal halnhties and common sharcholders” equity

e TR T s AT P PN BT | COROPRE T I O o
The aocompanving noies are anantegral part of these unaudited Condenved
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Condensed Consolidated Statements of Cash Flows (Unaudited)

Union Pacific Corporation and Subsidiary Companies

Page 6 ot 40

Millions of Dollars,

for the Three Months Ended March 310 2 (1) 200N
Operating Activities
Netmeome S 32 S A
Adjustments to reconcile net mcome to cash provided by operating activities:
Deprecration 145 340
Deferred mcome taxes and unrecognmezed tax benelits 20 36
Stock-based compensation expense 12 [
Netgmn from asset sales (0) (1)
Other operating activities, net (22) 55
Changes i current assets and habihities, net 12 (1))
Cash provided by operating actvities 721 835
Investing Activities
Capital imvestments (520)  (620)
Proceeds from asset sales 12 28
Acquisiton of equipment pendimg hinancing (113 (136)
Other investing actuvities, nel - - ) - (0)  (413)
Cash used innvestung activities (CRR) I A
Financing Activities
Debtassued 843 842
Common share repurchases (note 15) - (455)
Debt repand (581) (4101)
Divadends pad (136)  (115)
Cash recerved from option exercises - 20
Freasury shares repurchased for employee pavroll taxes - (8)
Excess tax benefits from equity compensation plans 2 12
Other 1klt1.|m‘||1§_: activities, net (1 ()

Cash provided by (used ) timancing activities

27 (115)

Net change i cash and cash equivalents 217 (3%
Cash and cash equivalents at begimning of vear - L2 878
Cash and cash equivalents at end of penod S Ldoo S 82T
Changes in Current Assets and Liabilities
Accounts recevable, net S 40 S (7h)
Matenals and supphies 4 (61)
Other current asscels (23) 48
Accounts pavable and other current habihiies - I ¢ 1) D P
lotal S 125 (1)
Supplemental Cash Flow Information
Non-cash o mvestung and fimancing activities
Cash dividends declared but not yvet paid S 132 s o
Capital mvestments accrued but not vet pad 72 10
Common shares repurchased but not yvet pad 30
Cash (pard) retunded for
Interest, net of amounts capitahized S O(I88) S5
Income taxes 50 (0)

The aceompanying notes are an ntegral part of these unadited Condensed
! d A

I
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Condensed Consolidated Statements of Changes in Commaon Sharcholders” Equity (Unaudited)

Union Pacific Corporation and Subsidiary Companies

Page 7 ot 40

\ithions of Dollurs

Commaon  Tredasuny

Comirmon

Pard-n

Retwned  Treasury

cumdated

(Mther

Cumprchensive

Hhotusands of Shares Sares Shatres Shetres  Swrpluy Earnings Mook Loy Fotal
(Hole §) fnate ¥
Balance at January 1, 2008 376,862 {15,292 S 090 $39260 $12.667  S(1L620) S 74 Si-‘:“?"-\.\“
Comprchensive income o o
Nelincome IER) IER
Other comp loss (2] [}
Total comp income (note Y) 141 £2) FET
Conversion, stock option exercrses, forleitures, and other 237 Lin I i 4 T
Share repurchases (note 15) (3,256 [RIRY] (403
Dividends declared (50 44 per share) - (114 (AR
Balance at March 31, 2008 276,308 (18,412 § 691 SN S12.99 SC1L,UNY) S (To) §15,557
Balance at January 1, 2009 $82776 (49,550 51,182 $3 040 SIINIY S uvdy SET04) SIS 447
Comprehensinve income
Netincome i) 62
Other comp loss (26) ()
lotal comp income (note V) 362 (26) i
Conversion, stock option excroises, fTorteitures, and other 83 1o 2 (n 1 3
Share repurchases (note 15)
Cash dividends declared (50 27 per share) - - (115 - 1115
Balance at March 31, 1009 g SEVR29 (49,441 SEOAL STL040 0 8298 SI730) S18,654

S1.381

{ f

The accompanying notes are an antegral part of these wandited Condensed ( ensoli

6

futed Financial Statemernts
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UNTON PACIFIC CORPORATION AND SUBSIDIARY CONMPANIES
NOTESTO THE CONDENSED CONSOLIDATED FINANCIAL STATENMENTS
(Unaudited)

For purposes of this report, unless the context otherwise requires, all references herem o the “Corporation™, “UPCT we”
“us”,and Cour” mean Umon Pacilic Corporation and ats subsidianies, meluding Umon Pacific Ralroad Company, which will
be separately referred to herem as “UPRR™ or the "Ralroad”

1. Basis of Presentation  Our Condensed Consohidated Financial Statements are unaudited and reflect all adyustments
(consisting only of normal and recurning adjustments) that are, m the opimon of management, necessary for their fa
presentation m conformuy with accounting principles penerally accepted m the United States of Amenca: Our Consohdated
Statement of Francial Positon at December 31, 2008 s denved from audited financral statements This Quarterly Reporton
Form 10-0) should be read i conjunction with our Consohdated Fmancial Statements and notes thereto contamed in our 2008
Annual Report on Form 10-K. The results of operations for the three months ended March 31, 2009, are not necessanly
mdicative of the results for the entire vear endimyg December 31, 2009

2. Operations and Segmentation Ihe Ratlroad, along with ats subsidianies and ranl afhihates, s our one reportable
operating segment. Although revenue s analyzed by commodity group, we analyze the net financial results o the Rinlroad as
one segment due 1o the integrated nature of our rnl network, The followmyg table provides freight revenue by commodity

group

Three Months Ended

March 3]

Midlions of Dollars 2009 2008
Agncultural S 661 < %h
Automotive 162 RIER!
Chenmneals 513 603
Fnergy 07 457
Industrial Products 340 773
Intermodal - , _ Bs1 707
Fotal frewght revenues S 320 S 4,059
Other revenues 175 211
l'otal operating revenues S 3415 5 4.270

Y Stock Split On May 28, 2008, we completed a two-for-one stock sphit, eftected i the form ol a 100" stock divadend
[he stock spht entitled all shareholders of record at the close of business on May 1202008 1o receve one addinonal share of
our commeon stock, par value $2.50 per share, for cach share of common stock held on that date. All references to commaon
shares and per share amounts (excluding the Condensed Consohidated Statement of Changes i Common Sharcholders”
Fquity for the three month period ended March 31, 2008) have been restated to reflect the stock spht for all penods

[‘lt'\(‘l‘:l\‘\!
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4. Stock-Based Compensation  We have several stock-based compensation plans under which employees and non
cmployee directors recenve stock opuons, nonvested retention shares, and nonvested stock umits, We reler o the nonvested
shares and stock units collectively as “retention awards™ We have elected toassue treasury shares 1o cover option exereises
and stock umit vestings, wlhile new shares are wssued when retention shares vest Information regarding stock-based

compensation appears m the table below

Lhree Months Ended
March 31,

Mithons of Dollars - 2009 20008
Stock-based uunpcn-&.tlmu:nh_u-'_l_'v-ll"ln'\ o .
Stock options LS| 6
Retention awards 8 8
Lotal stock-based compensation, belore tax ) s n S04
lotal stock-based compensation, after tax S 8 S 9

Stock Options — We estimate the fur value of our stock option awards using the Black-Scholes option pricing maodel
Groups of employees and non-emplovee directors that have sumlar hustornical and expected exercise behavior are considered
separately for valuation purposes. The table below shows the vear-to-date weighted-average assumptions used for valuation

PUIPoOses:

Theee Months Ended

March 31,

Wewhted-Average Assumprions 2009 2008

[ask-free mterest rate - - 1.9% 2.8%

Dividend '\lk'l(l 2.3% l.:d%
Fxpected hite (vears) s 5.3

Volatihty - 31.3% 300
Weghted-average grant-date far value of options granted S 1133 S 1335

[he risk-free rate 1s based on the US Treasury vield curve m effect at the tme of grant; the dividend yvield s caleulated as
the ratio of dividends pard per share of common stock o the stock price on the date of grant; the expected hife as based on
listonical and expected exercise behavior; and volatuhty as based on the histoncal volauhty of our stock price over the
expected hife of the opuon

hip:www sec.gov Archives edgar data TO0SSS 0001 193125090869359 d10¢.htm 5620009
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A summary of stock option activity durmg the three months ended NMarch 31, 2009 s presented below

”'A'irl"h.’:'cf “It'fj,'hfl'(! Averasge Aggrepate

Shares fverage Remennimge hurmsee Value

- (thowus s Exercise Price Contrac twal Term mllions)
Outstanding at January 1, 2009 11,983 S 4081 S.00vis S 108
Granted 1,865 47.28 NA N/A
bxercised (33 30117 NA N/A
FForfeited or exprred (5) 3350 N A N/A
Ouwtstanding at March 31,2009 13810 5 4170 60yrs. S 56
Vested or L'.\P('\.'ll'\l Lo vest 13710 % G163 5 0 vy 5 56
at March 31, 2009 - - e o
Options exeraisable at March 31, 2004 10,447 AR h R V] 4.9 v o S0

Stock options are granted at the closmg price on the date of grant, have ten-yvear contractual terms, and vest no later than
three years from the date of grant. None of the stock options outstandimg at March 31, 2009 are subject o performance or
market-based vestng condinons

At March 31, 2009, there was $37 mulhon of unrecogmized compensation expense related to nonvested stock options, wiich
1s expected 1o be recognized over a weighted-average penod of 1.9 vears: Addinonal mformanon regarding stock option
exercises appears i the table below

Three Months Ended
\arch 31,

Millions of Dollurs ) 2000 2008
Intrinsic value of stock options exercised S 1 S 35
Cash receved trom option exercises - 27
Fax benetit realized from option exercises - 13
Appregate grant-date far value of stock options vested 19 2

Retention Awards — The fair value of retention awards 1s based on the closimg price of the stock on the grant date: Dividend
cquivalents are pad to participants durmg the vesting penods

Changes m our retention awards durmg the three months ended March 31, 2009 were as follows

Shares Wewhted-Average

tthows ) Grant-Date Fare i'.z."ﬁ;
Nonvested at January 1, 2009 2018 S .49 19
Granted 979 47.28
Vested (203) 1031
Forferted S 5y _A8.65
Nonvested at March 31, 2000 - 7 786 < 8008

Retention awards are granted at no cost to the emplovee or non-emplovee director and vest over penods lasting up o four
vears, At March 31, 2009 there was $91 milhon of total unrecogmzed compensation

0
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expense related to nonvested retention awards, which s expected o be recognized over a weghted-average penod ol 2.6

Vears

Performance Retention Awards — In February 2009 our Board of Durectors approved performance stock umt grants. Other
than difterent performance targets, the basic terms of these performance stock umits are adentical 1o those granted - January
2006, January 2007, and January 2008, mcludimg usmy annual return on omvested capital (ROIC) as the performance
measure. Addionally, a change was made o an underlyving assumption used m connection with caleulating a component ol
ROIC. A lower discount rate will be used in both the numerator and denommator when calculating the present value of ou
future operating lease payments o retlect changes o mterest rates and our financing costs. Stock umits awarded o selected
employees under these grants are subject o continued employment for 37 months and the attunment ol certin levels of
ROIC. We expense the e value of the umits that are probable of bemg camed based on our forecasted ROIC over the 3-vear
performance pertod. We measure the fair value of these performance stock units based upon the closing price of the
underlyig common stock as of the date of grant, reduced by the present value of estmated Tuture dnvadends Dividend
cquivalents are pad to participants only after the umits are carned

[he assumptions used o caleulate the present value of estimated future dividends related o the February 2009 grant were as
follows:

Three Months Ended
March 31,

20609

Dividend per share per quarter S 027
Rask-free mterest rate at date ol prant 1.9%,

Changes m our performance retention awards dunng the three months ended March 31, 2009 were as follows

Shares Werehted-Average
- - (thous ) Gram-Date Fawr Value
Nonvested at January 1, 2009 B §73 S S0.70
Grranted 440 $7.28
Vested (234) 4308
Forfeited {7 53.47
Nonvested at March 31, 2009 1.081 S 5091

At March 31, 2009, there was $35 nulhion of total unrecognmzed compensation expense related to nonvested performance
retention awards, which 1s expected to be recognized over a weighted-average penod of 2.0 years, A portion of this expense
1s subject 1o achievement of the ROIC Tevels estabhished for the performance stock umt grants

A Retirement Plans
Pension and Other Postretirement Benefits

Pension Plans We provide defined benefit ietirement income to ehygable non-unon emplovees through quahticd and non
qualificd (supplemental) pension plans. Quahticd and non-quahticd pension benelits

10
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are based on years of service and the highest compensation dunmg the latest years of employment, with specihic reductions
made tor carly retirements

Other Postretirement Benefits (OPER) We provide detined contnibution medical and hife msurance benefits for chynble
retirees, These benelits are funded as medical clamis and hife imsurance prempums are pad

loxpense

Both pension and OPLEB expense are determmed based upon the annual service cost of benelits (the actuanal cost of benebits
carned durmg a penod) and the mterest cost on those liabihues, Tess the expected retm on plan assets. The expected long
term rate of return on plan assets s apphed o a caleulated value of plan assets that recognizes changes L value over a
five-year perniod. Thas practice 1s intended 1o reduce vear-to-yvear volauhty i pension expense, but it can have the elfeet of
delayig the recogmuon of differences between actual returns on assets and expected returns based on long-term rale of
return assumptions. Diflerences m actual expenience i relation to assumptions are not recognized i netincome unmediately,
but are deferred and, if necessary, amortized as pension or OPEB expense

[he components of our net penodic pension and OPEB cost (benelit) were as follows for the three months ended March 31

Penston OrEn

Millvons of Dollars - 2009 Q00N 2009 2008
Service cost S 1 s 98 | .. |
Interest cost RE 33 0 S
Expected return on plan assets (1) (3%) .
Amortization of

Prior service cost (credit) 2 2 () (8)

Actuanal loss - O | 4 _7_|_
Net pentodic benefit cost (henelit) S 12 S 7 8 2 5 (1)

0. Other Income  Other imcome mcluded the followmng:

Three Months Ended
March 31

Millions of Dollars 20049 2008
Rental income S 20 S 24
Net gain on non-operating asset dispositions O Il
Interest mcome 2 N
Sale of recevables fees (3) (7
Non-operating envitonmental costs and other _ - (2) (11)
lotal o - - S 5
11
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7. Income Taxes  Internal Revenue Service (IRS) exanumations have been completed and settled for all years prior o 1999,
and the statute of hmitations bars any additional tax assessments, Some mterest calealations remam open back 1o 1986 The
IRS has completed its exammations and 1ssued notices of deficieney for tax years 1999 through 2004 We disagree with
many of their proposed adjustments, and we are at IRS Appeals for these years. The IRS 18 examuing our tax returns for tax
vears 2005 and 2006, Addionally, several state tax authonties are examming our state meome tax returns for tax years 2000
through 2006

At March 31, 2009, our abihty for unrecognized tax benetits was S13 mdhon, of wineh $3 milhon was classified as current

In February of 2000, Calitorma enacted legislation that changed how we determime the amount ol our income subject o
California tax. This change reduced our deterred tax expense by S nulhon m the fust quarter.

8. Earnings Per Share

[he followmg table provides a reconcihiation between basie and diluted carmngs per share for the three months ended
March 31:

Fhree Months Ended
March 31,

Millions, Except Per Share Amounts - 2009 20008
Netmcome o ) S8 o2 8 RRRY
Werghted-average number of shares outstanding

Basic 502.7 SIS

Dilutive effect of stock options 1.0 3.6

Dilutive effect of retention shares and units — o 08
Diluted - o 504.0 5228
Farmimgs per share  basie - S 0.72 S (.86
Farimgs per share  diluted S 0.72 S 0.85
Stock options excluded as ther inclusion would be anudilutive 7.1 1.6

B

hp: www sec.gov Archives edgar data TOOSSS 0001 19312509086959/d10¢.him 5/6/2009



FForm 10-Q Page 14 o1 40

Fable of Contents

9. Comprehensive Income/(Loss)  Comprehensive mcome (loss) was as follows:

Three Months Ended

Verch 31,

Millions of Dollars 2009 2008
Net mcome - S 302 S R
Other comprehensive meome (loss)

Defined benefit plans (1Y) (-h)

FForergn currency translaton (13) 3

Denvatives - e (h

Fotal other comprehensive mcome (loss) [a) (20) (2)
Total comprehensive income S 330 S 44
[a] Netof deferred taves of $Y mudlron and 82 mallion during the three months ended March 31 2009 and 2008 respectively
[he alter-tax components of accumulated other comprehensive Toss were as follows:

Muar. 31, Dec 31

Millions of Dollars 2009 2Oy
Detined benefit plans S (672) S (659)
Forergn currency translation (54 (41
Denvanves B o (-h) v,,,,J'D
G- o S (73 S (704)
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10, Propertics

Page 15 ot 40

[he following table lists the magor categones of property and equipment, as well as the average composite depreciation rate

for cach category

Mar. 31, Dec 31 Depreciation

Millions of Dollars, !',‘\u"HI Porcentages 2009 2008 Rate for 2004
|.and S 861 S 861 N A
IRoad

Rl and other track materal 11,524 11,366 3 .6%

les 0,944 6,827 2 7%

Ballast 3,089 3,635 2.9%

Other [a] 12,658 12520 24%

Total Road - ~ M8IS 34,348 2.9%
Equipment

L.ocomotives 5,149 5157 4, 7%%

Freight cars 1,963 1,U8S 4.2%

Work equipment and other 159 |58 3.6%

Fotal Equipment 727 7.300 B 4.5%
['echnology and other 484 468 12.4%,
Construction im progress i - 899 93N N A
lotal properties S 48,330 S 4TI N A
Accumulated depreciation (12,474 (12214 N A
Nel properties S 35,856~ 35701 N A

Other inchudes grading bradyes and tmnnels, sipenals. buddings. and other rexid asse
1. Accounts Pavable and Other Current Liabilities

Muar. 31, Dog. 3

Millions of Dollars ] 2009 2008
Accounts pavable S obd S 629
Accrued casualty costs 181 10()
Accnued wages and vacation 165 167
[ncome and other taxes RER] 207
Dividends and interest 279 128
Equipment rents pavable 71 03
Other 452 S0
Total accounts pavable and other current hiabihties S 2545 S 2560

12. Financial Instraments

Strategy and Risk

We may use dervative financal imstuments i hited mstances for other than tradimyg purposes to

assist i managig our overall exposure to fluctuations moanterest rates and fuel prices. We are not a party to leveraged

dervatives and, by policy, do notuse dermvanve financial mstruments for
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speculative purposes. Dervative Tinancial instraments qualifymg, for hedge accounting must mantam a specttied level ol
cffecuveness between the hedgimg istrument and the item bemng hedged, both at meeption and throughout the hedped penod
We formally document the nature and relationships between the hiedgimg istruments and hedged items at meeption, as well
as our nisk-management objectives, strategies for undertakmg the vanous hedge ransacuons, and method of assessing hedge
cllecuveness. Changes i the Far market value of denvative financial instruments that do not quality tor hedge accounting
are charged o carmmgs. We may use swaps, collars, futures, and or forward contracts 1o mingate the nisk ol adverse
movements imomterest rates and fuel prices; however, the use of these denvative linancial mstruments may hot future
benehits from favorable price movements

Market and Credit Risk  We address market nisk related o denvatve fimancial imstruments by selecting mstruments with
value Nuctuations that lghly correlate with the underlving hedged item. We manage credit nsk related o denvauve financial
mstruments, which s nunimal, by requinmg high credit standards for counterparties and penodie settlements. At March 31,
2009 and December 31, 2008, we were not required o provide collateral, nor had we received collateral, relating o ow
hedgig acuvites

Determination of Fair Value  We determune the fr values of our denvative financial mstrument positions based upon
current far values as quoted by recogmzed dealers or the present value of expected future cash flows

[nterest Rate Fair Value Hedges  We manage our overall exposure to fluctuations monterest rates by adjusting the
proportion of hixed and Noatng rate debt mstruments withim our debt portfolio over a given penod. We generally manage the
mix of fixed and floatng rate debt through the issuance of targeted amounts of cach as debt matures or as we require
mcremental borrowings, We employ denvatves, pnimanly swaps, as one of the tols to obtan the targeted mix In addition,
we also obtam Hexibility i managmg mterest costs and the mterest rate nax within our debt portfolio by evaluating the
issuance of and managmg outstanding callable fixed-rate debt secunues

Swaps allow us to convert debt from lixed rates to vanable rates and thereby hedge the nisk of changes i the debts e value
atinbutable to the changes mnterest rates. We account for swaps as far value hedges using the short-cut method pursuant to
Financial Accounting Standards Board (FASB) Statement Noo 133 dccountng for Derivanve Insoruments and Hedyng
Actvaies; therefore, we do not record any meftectuveness within our Condensed Consohdated Friancial Statements

The following s a summary of our mterest rate dervatives qualityimg as far value hedges

Muar. 31, Dec 31
Millions of Dollars, Except Percentages 2000 20008
Amount of debt hedged S 250 S 250
Percentage of total debt porttohio 3% 3%
Grross fair value asset posttion S 19 S 10

We determuned the far value of our imterest rate denvative based upon current Far values as quoted by recognized dealers
As presenibed by FASB Statement No.o 187, Fawrr Value Measirements (FAS 157), we recognized the far value as a Level 2
al

valuation. FAS 157 defines evel |
by market data

valuation as observable market based mputs or unobservable mputs that are corroborated

Interest Rate Cash Flow Hedges  We report changes o the Bur value of cash flow hedges i accumulated other
comprehiensive loss until the hedged stem aftects carmmgs. At Mareh 31,2009 and December 31, 2008, we had reductons ol
S4omlbion recorded as an accumulated other comprehensive

15

hitp:www.see. gov Archives edgar data TOOSSS 0001193 12509086959 d 1 0. htm S0 2000



Form 10-Q Page 17 0140

Lable of Contents

loss that 1s being amortized on i straght-hne basis through September 30, 2010 As of March 31, 2009 and December 31,
2008, we had no interest rate cash flow hedges outstandimg,

Earnings Impact — Our use of dervative financial instruments had the following impact on pre-tax income for the three
months ended:

Muar. 31, Mar 31,
Millions of Dollars B 2009 2008
(Increase) decrease momterest expense |'|!nlll-alhlt'lchl rate lll'li!',l]l}[ o S = 2 B Si
(Increase) decrease i fuel expense from fuel denvatives s
(Increase) decrease i pre-tax mcome S 2 S

Sale of Receivables  The Ralroad transters most o its accounts recenvable o Union Pacific Recenvables, Ine (UPRD), o
bankruptey-remote subsidiary, as part of a sale of recevables facility. UPRIT sells, without recourse on i 364-day revolving
Dasts, an undivided interest m such accounts recevable o mvestors. The total capacity to sell undivided interests to mvestors
under the facihity was $700 mallion at both March 31, 2009 and December 31, 2008, The value of the outstanding undivided
mterest held by mvestors under the facility was $500 milhon and $584 nulhon at March 31, 2009 and December 31, 2008,
respectively. Duning the three months ended March 31, 2009, UPRI reduced the outstanding undivided imterest held by
mvestors due 1o a decrease i avanlable recevables. The value of the outstandig undivided interest held by mvestors s not
mcluded 1 our Condensed Consolhidated Financial Statements. The value of the undivaded mterest held by anvestors was
supported by $91T mallion and $1,015 mlhon of accounts recenvable held by UPRE at March 31, 2009 and December 31,
2008, respectively. AL March 31, 2009 and December 31, 2008, the value of the interest retined by UPRI was S411T mallion
and $431 mullion, respectively. This retamed mterest s meluded maccounts recevable e our Condensed Consohidated
Financial Statements. The mterest sold to mvestors 1s sold at carryving value, which approximates fur value, and there s no
gam or loss recognized from the transaction

Ihe value of the outstanding undivided mterest held by investors could Nuctuate based upon the avalabihty of ehgible
recevables and s directly affected by changing business volumes and credit nisks, including default and dilution I default or
dilution ratios increase one pereent, the value of the outstanding undivided mterest held by mvestors would not change as ot
March 31, 2009, Should our credit rating fall below mvestment grade, the value of the outstandimg undivided interestheld by
mvestors would be reduced, and, i certam cases, the mvestors would have the nght to discontinue the facihty

e Ratlroad services the sold recewvables; however, the Rmlroad does not recogmize any servicmg asset or hability as the
servicing fees adequately compensate us for these responstbilities. The Ratlroad collected approximately $3.5 hillion and
$4.1 bilhon durng the three months ended March 31, 2009 and 2008, respectively. UPRT used certam of these proceeds to
purchase new recervables under the facihity

[he costs of the sale of recevables program are mcluded m other meome and were $3 milhon and 87 nllion for the theee
proy

months ended March 31, 2009 and 2008, respectively, The costs include mterest, program fees pand to banks, commercial

paper issumg costs, and fees for unused commutment availability

Fhe mvestors have no recourse to the Ratlroad’s other assets except for customary warranty and mdemmity clams. Creditors
of the Ranlroad do not have recourse to the assets ot UPRI

13, Debt

Credit Facilities  On March 31, 2009, we had $1.9 ilhon of credit avarlable under our revolving credit facility (the
tacthtvy. The Tacihity s desigmated for general corporate purposes and supports the issuance
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of commercial paper. We did not draw on the facihty during the three months ended March 31, 2009, Comnntment fees and
mterest rates payable under the facilty are similar o fees and rates avanlable o comparably rated, mvestment-grade
borrowers. The facihty allows for borrowmgs at Hoating rates based on London Interbank Offered Rates, plus i spread,
depending upon our semor unsecured debt ratmgs. The facility requires Umon Pacific Corporation to mamtan a debt-to-net
worth coverage ratio as a condion to making a borrowing. At March 31, 2009 and December 31, 2008 (and at all times
durmg the first quarter), we were i comphance with this covenant

he definton of debt used tor purposes of caleulatng the debt-to-net-worth coverage ratio includes among other things,
certam credit arrangements, capital leases, puarantees and unfunded and vested pension benefits under Titde IV of ERISA A
March 31, 2009, the debt-to-net-worth coverage ratio allowed us o carry up to 3313 bilhon of debt (as defined n the
facaliny), and we had 1001 billion of debt (as defined m the facility) outstandig at that date. Under our current capital plans,
we expect o contiue to sansty the debt-to-net-worth coverage rano; however, many factors bevond our reasonable control
could affect our abihty 10 comply with this provision m the future. The faciliy does not ainclude any other hnancial
restriictions, credit ratig tnggeers (other than rating-dependent pricimg), or any other provision that could require us 1o post
collateral. The facihty also includes a $75 mullion cross-default provision and a change-of-control provision. The term ot the
facthity wall exprre m Apnl 2012, and we currently mtend to replace the facthty wath a substantally simnlar creditagreement
on or before the expiration date, which is consistent with our past practices with respect to our credit facilities

AUMareh 31,2000, we had no commercial paper outstandimg. Outstanding commercial paper balances are supported by our
revolving credit facihty but do not reduce the amount of borrowings avatlable under the facihiy. Durmg the thiee months
ended March 31, 2009, we ssued $100 milhon of commercial paper and repard $200 nullion

Shelf Registration Statement and Significant New Borrowings  Under our current shelt registration statement, we may
isste, from time to time, any combimation of debt securinies, preferred stock, common stock, or warrants for debt secunties or
preferred stock i one or more offerimgs

On February 20, 2009, we assued a total of $750 milhon of unsecured fixed-rate notes under our shell registration statement
We tssued S350 muilhion of $.125% notes due February 15, 20014 and $400 mthon of 6.125% notes due February 15, 2020

The net proceeds from this oftening are for general corporate purposes

We have no immediate plans 1o assue equity securities; however, we will continue to explore opportumities 1o replace existing
debt or access capital through ssuances of debt secunties under our shelf registration, and, therefore, we may issue additional
debt securities at any time. At March 31, 2009, we had remaming authonty from our Board of Directors toassue up to $2.28
bilhion of debt securities under our shelf registration

N

As of March 31,2009, and December 31, 2008, we have reclassified as long-term debt approximately STS0amlhon and 8400
mulhon, respectively, of debt due within one year that we mtend to refinance. This reclassification reflects our abihity and
mtent to refinance any short-term borrowings and certan current matunties of long-term debt on a long-term basis

14, Commitments and Contingencies

Asserted and Unasserted Claims  Vanous claims and Tawsuits are pending agiamst us and certam of our subsidanies: We
cannot fully determine the effect of all asserted and unasserted clamms on our consohidated results of operations, hinancial
conditton. or hiqudity, however, to the extent possible, where asserted and unasserted clams are considered probable and
where such clamms can be reasonably
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estimated, we have recorded o habiley. We do not expect that any known Lawsats, cliims, environmental - costs,
commitments, contingent habihiues, or guarantees will have a0 matenal adverse effect on our consohdated results of
operations, Timancial condion, or hquidity atter taking mto account Iabihies and msurance recovenes previously recorded
for these matters

Personal Injury  The cost ol personal mjuries o employvees and others related 1o our activities as charged to expense based
on estimates of the ultmate cost and number of merdents cach vear: We use third-party actuances 1o assist us i measunng the
expense and habiliy, meluding unasserted clinms, The Federal Employers” Lability Act (FELA) poverns compensation for
work-related accrdents. Under FELA, damages are assessed based on a finding of fault through hugaton or out-of-court
settlements. We offer a comprehensive vanety ol services and rehabnlitation programs for employees who are mjured
\‘.‘l'l}\'

Our personal myury habihiy s discounted to present value using appheable ULS. Treasury rates. Approximately 889 of the
recorded hability related o asserted clamms, and approximately 1270 related 1o unasserted clams at March 31, 2009
Istimates can vary over tme due to evolving trends i htigation,

Our personal myury labihity actvity was as follows

Three Months Ended
March 31,

Milliony of Dollars 2009 2008
“L‘;'lllllll'lj.',—t-‘-.-l']-illh'l.' = S 021 593
Accruals 54 0l
Pavments - e iy ll_\)
Ending balance at March 31 R : S 035 S ol
Current portion, ending balance at March 31 S 186 S 204

Ashestos  We are a defendant i a number of lawsuits i which current and former emplovees and other parties allege
exposure to asbestos. Addinonally, we have recenved claims for asbestos exposure that have not been hugated. The clinms
and lawsuits (collectvely referred to as “clams”™) allege occupational illness resulting from exposure to asbestos-contaming
products. In most cases, the claimants do not have credible medical evidence of physical imparment resulting from the
alleged exposures. Addinonally, most clamms filed aganst us do not specity an amount ot alleged damages

Our asbestos-related hability activity was as follows:

Three Months Ended
March 31

Millions of Daollars 2009 A

Begmnimg balance - - S T R < 26S

Accnuals :

Pavments S 3y h

I'nding balance at March 31 - B S 200 S\ 26|

Current portion, ending balance at March 31 S 12 S Vil
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We have msurance coverage for a porton ol the costs mcurred to resolve asbestos-related chums, and we have recognized an
asset for estimated msurance recoveries at March 31, 2009, and December 31, 2008

We believe that our estimates of habiliy for asbestos-related clarms and msurance recovenes are reasonable and probable
[he amounts recorded for asbestos-related habilites and related msurance recoveries were based on currently known facts
However, Tuture events, such as the number of new clamms to be filed cach year, average settlement costs, and imsurance
coverage assues, could cause the actual costs and msurance recovenes o be gher or lower than the projected amounts
Fstimates also may vary m the future 1f strategaes, activities, and outcomes ol asbestos hugation matenally change; federal
and state laws goverming asbestos hugation mercase or decrease the probabihity or amount of compensation of clumants; and
there are matenal changes with respect o payments made to clinmants by other defendants.

Environmental Costs  We are subject to federal, state, and local environmental Taws and repulations. We adentified 332
sites at which we are or may be hable for remediation costs assocrated with alleged contanumation or for violations ot
covironmental requirements. This includes 33 sites that are the subject of actions taken by the US. government, 18 of which
are currently on the Superfund National Prionties List. Certamn federal Tegislavon imposes jomt and several hability tor the
remediation of wdentified sites; consequently, our ultimate environmental habihity may mclude costs relating to activities of
other parties, m addiion o costs relating to our own activities at cach site,

When an environmental 1ssue has been denttied wath respecet to property owned, leased, or otherwise used i our business,
we and our consultants perform environmental assessments on the property. We expense the cost of the assessments s
incurred. We accrue the cost of remediation where our obligation is probable and such costs can be reasonably esimated. We
do not discount our environmental habihties when the unming of the anucipated cash pavments s not fixed or readily

determmable. At March 31, 2009, approximately 15% of our environmental habiliy was discounted at 287", while
approximately 13% of our enviconmental habihty was discounted at 3.53%0 at December 31, 2008

Our environmental hability actuvaty was as follows

Three ,”HII{}I\ FEnded
March 3]

Millions of Dollars 2009 Q00N
Begimmng balance S 209 S 200
Accruals 3 11
Pavments - - (14) M)
I'ndimg balance at March 31 ) S s 2 |
Current portion, ending balance at March 31 - S 58 63

Ihe environmental habihiy includes future costs for remediation and restoration of sites, as well as ongomg momtoring costs,
but excludes any antcipated recovenes from third parties. Cost estimates are based on mformation avarlable for cach site,
financial viabiliy of other potentially responsible parties, and existing technology, Taws, and regulatons. The ultmate
labihity for remediation s difticult to determine because of the number of potentially responsible parties, site-specific cost
shanng arrangements with other potentially responsible parties, the degree of contammation by vanous wastes, the scarcity
and quahity of volumetne data related to many of the sites, and the speculative nature of remediation costs Fstimates of
habihity may vary over tme due 1o changes i federal, state, and local
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ws governmyg environmental remediation. Current obhigations are not expected o have a matenal adverse etlect on ow
consohdated results of operations, hinancial condinon, or hiquidity,

Guarantees At March 31, 2009, we were contmgently hable for S804 mlhon in guarantees. We have recorded a abihity
of S milhon for the fair value of these obligations as of both March 31, 2009, and December 310 2008 We entered mto these
contingent guarantees m the normal course of business, and they include puaranteed obhgatons related o our headquarters
building, cquipment Tinancings, and aflibated operations. The final guarantee exprres m 20220 We are not aware ol any
exasting event of detault that would require us 1o satisty these puarantees, We do notexpect that these puarantees will have o

material adverse effect on our consohidated fimancial condion, results of operations, or hquidity

Indemmnities  Our maximum potential exposure under mdemmification arrangements, mcludmg certam taxy idemnihcations,
can range from a speaified dollar amount o an unlimited amount, depending on the nature of the transactons and the
agreements. Due to uncertmnty as to whether clams will be made or how they will be resolved, we cannot reasonably
determme the probability of an adverse clamm or reasonably estimate any adverse hability or the total maxmmum exposure
under these mdemmbicauon arrangements. We do not have any reason to behieve that we will be required o make any
material payments under these mdenmity provisions,

15, Share Repurchase Program  On January 30, 2007, our Board of Directors authonzed the repurchase of up o
40 mulhon shares of Umon Pacilic Corporation common stock through the end of 20090 On May 1. 2008, our Board ol
Directors authonzed the repurchase of an addinonal 40 mulhon common shares by March 31, 20110 Management's
assessments of market conditions and other pertinent facts guide the tming and volume of all repurchases. Durnng the three
months ended March 31, 2009, we did not repurchase shares under this program. Duning the three months ended March 31,
2008, we repurchased approxmmately 6.5 nullion shares under this program at an agpregate purchase price ot approxmately
S403 milhon. Repurchased shares are recorded m treasury stock at cost, which mcludes any appheable commissions and fees

Ay
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Teem 2. Management's Discussion and Analysis of Financial Condition and Results of Operations

UNTON PACIHFIC CORPORATION AND SUBSIDIARY CONMPANIES
RESULTS OF OPERATIONS

Three Months Ended NMarch 31, 2009 Compared to
Three Months Ended March 31, 2008

FFor purposes of this report, unless the context otherwise requires, all references herem o “UPCY " Corporation”, “we', “us
and “our™ shall mean Union Pacific Corporation and its subsidiaries, including Union Pacific R “]“‘“' Company, which we
separately refer o as "UPRI™ or the “Randroad™

The followimg discussion should be read m comuncuon with the Condensed Consohdated Fiancial Statements and
apphcable notes o the Condensed Consohdated Financial Statements, Tem 1, and other information included i this repornt
Our Condensed Consohdated Financial Statements are unaudited and reflect all adjustments (consisting only of normal and
recurnng adjustments) that are, e the opmion of management, necessary for their far presentation i conformity with
accounting principles generally accepted m the United States of Amenca (GAAP).

The Railroad, along with its subsidianies and ranl aftiliates, 15 our one reportable business segment Although revenue s
analyzed by commaodity, we analyze the net financral results of the Ralroad as one segment due to the itegrated nature ol
the rarl network

Available Information

Our Internet website 1s www up.com. We make avatlable free of charge on our website (under the “Tnvestors™ caption Tk
our Annual Reports on Form 10-K; our Quarterly Reports on Form 10-0Q; our current reports on Form 8-K our proxy
statements, Forms 3, b and 5, filed on behall of directors and excecutive ofticers; and amendments to such reports filed or
furnished pursuant to the Secunties Fxchange Act of 1934, as amended (the Exchange Act), as soon as reasonably practicable
after such matenal s electromeally filed with, or furmished to, the Sccuntties and Exchange Commission (SEC). We also
make available on our website previously filed SEC reports and exhubits via a hink to EDGAR on the SECS Internet site at
waww see pov. Additonally, our corporate governance materals, including By-Laws, Board Comnuittee charters, governance
gurdehnes and policies, and codes of conduct and ethies for directors, officers, and emplovees are avarlable on our w chsite
From time o time, the corporate governance materials on our website may be updated as necessary o comply with rules
wssued by the SEC and the New York Stock Fxchange or as desirable to promote the effective and efficient governance ot our
company. Any secunty holder wishing o recerve, wathout charge, a copy of any ol our SEC filings or corporate povernance
materials should send a wnitten request to: Secretary, Union Pacilic Corporation, 1400 Douglas Street, Omaha, NEO8179

References 1o our website address i this report, including references i Management's Discussion and Analvsis of Financual
Condiion and Results of Operations, Ttem 2, are provided as a conventence and do not constitute, and should not be deemed,
an corporation by reference of the nformation contamed on, or available through, the website: Therefore, such mtormanton
should not be considered part of this report.

Critical Accounting Policies and Estimates

We base our discusston and analysis of our financial condition and results of operations upon our Condensed Consohidated
Fmancial Statements. The preparation of these financial statements requires estimation and judgment that affect the reported
amounts of revenues, expenses, assels, and habilites. We base our estimates on hustonical experience and on vanous other

assumptions that are believed to be
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reasonable under the cicumstances, the results of which form the basis for making judgments about the carryimg values ol
assels and habihties that are not readily apparent from other sources. 11 these estimates difter matenally from actual results,
the impact on the Condensed Consohdated Financial Statements may be matenial. Our entical accounting, policies are
avatlable m Tem 7 of our 2008 Annual Report on Form 10-K. There have not been any sigmihicant changes wath respect to
these pohcies durimg the first three months of 2009

RESULTS OF OPERATIONS
Quarterly Summary

We reported camings of $0.72 per diluted share on net mcome of $362 mithon m the first quarter of 2009 compared o
carmmgs of SO85 per diluted share on net income of S483 milhon for the first quarter of 2008 Freight revenues (excludimg
fuel surcharges) dechned $S13 mullion i the first quarter compared 1o the same perniod of 2008 doven by a 2% reduction in
volume levels. The economie downturn experienced m the fourth quarter of 2008 contimued o impact demand for our
services across most market sectors, Durmg the quarter, we focused on providing quality service o our customers and
reducing varable costs 1o address weak demand for freight tansportation. We continued 1o implement company-wide
productivity mtiatives (o improve efficiency and reduce costs, m addinon o adyusting our resources to reflect lower demand.
Our resource reductions meluded removing from service approxmately 24%a of our road locomotives and 26%q of our freight
car nventory. Addionally, these demand-drven resource adjustments and our productivity mitiatives combined to reduce
our workforee by 8% These actions coupled with improved pncing and lower fuel prices partially oftset the impact of the
volume dechne

Operatonally, we improved our network flurdity versus the first quarter of 2008 As reported to the Association of Ameriean
Ranlroads (AAR), average traimn speed and average tenmimal dwell tme improved 2370 and 4% respectively, dunmg the first
quarter of 2000 compared to 2008 Lower volume levels, network management imtatives, and continued focus on enhancing:

o

termunal processing all contnibuted to these improvements

Operating Revenues

Three Months Ended

March 31, B
Millions of Dollars 2000 2008 Change
Freight revenues S 3240 S 0S8y (2"
Other revenues - o 175 200 an
Iotal - $ A48 § 4270 QD%

Freight revenues are revenues generated by transporting freight or other materials from our six commodity groups. Freght
revenues vary with volume (carloads) and average revenue per car (ARC)H ARC 1s drven by changes m price trathic miy,
and fuel surcharges. As a result of contractual obligations with some of our customers, we have provided mcentives tor
meeting or exceeding specitied cumulative volumes or shipping o and from specific locations, which we record as a
reduction 1o Irerght revenues based on the actual or projected futwre shipments. We recopnize freight revenues on a
percentage-of-completion basis as freight moves from ongm to destimation. We allocate freight revenues between reporting
periads based on the relative transit tme m cach reporting penod and recognize expenses as weancur them

Al
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Other revenues melude revenues carned by our subsidianies, revenues from our commuter rml operations, and accessorial
revenues, which we carn when customers retam cquipment owned or controlled by us or when we perform addinonal
services such as switching or storage. We recognize other revenues as we perform services or meet contractual obhpations

Fresght revenues and volume levels Tor all six commodity groups decreased dunmg the fust quarter of 2009 as aresult ol the
recessionary cconomy. We expenenced substantial declines in both revenue and volume ol antomotve, mdustral products,
and mtermodal shipments. Lower fuel surcharges due o lower fuel prices also drove freight revenues lower i the first
quarter 2009 compared to 2008, ARC mereased %o durmg the penod dnven by core poicig gaims winch were mostly offset
by reduced fuel cost recoveries. Fuel cost recovenes melude fuel surcharge revenue and the impact of resettng the base fucl
price for certamn trattic, which s desenbed below i more detail.

Our fuel surcharge programs (excluding index-based contract escalators that contan some provision tor fuel) generated S147
mallion m frerght revenues i the first quarter of 2009 Fuel surcharge revenue 1s not comparable to prior penods due 1o
implementation of new mleage-based fuel surcharge programs. In Apnl 2007, we converted regulated trathe, which
represents approximately 200 of our current revenue base, o mileage-based fuel surcharge programs. In addiion, we
continue (o convert portions of our non-regulated traftie to nuleage-based tuel surcharge programs. Addinonally, we reset the
base fuel price at which the new muleage-based fuel surcharges take eftect The resetung of the fuel pnice atwhich the tuel
surcharge begins, in conpuncton with rebasing the atfected transportation rates o mcelude a portion of what had been i the
fuel surcharge, did not matenally change our frerght revenue as ngher base rates oftset lower fuel surcharge revenue

[he followmg tables summarnze the vear-over-vear changes in freight revenues, revenue carloads, and ARC by commodiny

vpe
Three .‘.!urrfh\ Fnded
Frewht Revenues March 31 %
Midlrons of Dollars B - 2009 00N Change
Agrniculwaral S 0ol S 736 (13)%%
Automotive 162 63 (55)
Chenicals IR H0 3 (15)
Energy 807 857 (0)
Industnal Products 540 773 (29)
Intermodal - 881 07 (22)
lotal TS 3240 S 4050 (20)%
!
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Hhree Monthy Ended

Revenue Carloads March 3, %
Thowsands _ , 200 2008 Change
Apncultural 212 240 (12)%
Automotve 97 158 (48)
Chenmcals 180 225 (20)
Fnergy 521 582 (10)
Industrial Products 222 304 (27)
Intermodal 015 06 (23)
[otal 1,847 2.335 (21)%

Three Months Ended

,‘.fu!'& h !’I’ “u
Average Revenue per Car 2009 2008 Change
Agncultural LR B FOR SR B | (D%
Automotive 1,675 1,930 ()
Chemcals 2,843 2676 O
Energy 1,550 1473 5
Industrial Products 2,459 2,540 )
Intermodal 807 8§89 1
Average S 1,755 S 1,738 1 %

Agricultiral Products Lower volume and fuel surcharges decreased agnicultural freight revenue in the fist quarter of 2009
versus 2008 Poce improvements partially offset these dechines. Declines i export and domestic markets of 29%0 and 137,
respectively, drove lower shipments of corn and feed grams. Weaker export demand i the Pacific Northwest and Gult
regions also reduced shipments of wheat and food grams compared to the hist quarter ol 2008

Awtomonve A S4% and 40" dechme w shipments of fimshed velueles and auto parts, respectively, combined with lower
fuel surcharges reduced frerght revenue m the st quarter of 2009 compared to 2008, Feonomie conditions led to poor sales
and reduced vehicle production durning the first quarter of 2009, which it reduced shipments of funshed vehieles and
parts

Chemicals  Reduced volume levels and fuel surcharges drove lower chenncals frerght revenue in the fist quarter ot 2009
versus 2008 Pricing improvements partially offset these dechnes. Weak market conditons negatively impacted shipments of
hiquid and dry chemicals i the first quarter of 2009 compared o 2008, drving volume levels down 28%0 In addion, high
mventories, production curtarlments, and a reducton i advance purchases prior to the sprng planting season hampered
fertthzer shipments i the quarter

Eneriy Lower volume and fuel surcharges reduced freight revenue from energy shipments m the fist quarter off 2009
versus 2008 Price increases partially offset these dechnes. Shipments from the Southern Powder River Basin of Wyoning
(SPRB) and the Colorado and Utah nunes were down 1% and 21%, respectively, i the first quarter of 2009 compared to
2008 Thigher coal mventonies leading mto the winter and continued weakness e the cconomy has resulted m o reduced
demand at our utihty customers, resultng m lower volumes. Production problems at the Colorado and Utah nines and the
loss of SPRB customer contracts also contnibuted to the volume dechne

AR
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Indvstrial Products Reduced volume and fuel surcharges resulted i lower freight revenue from industial products
shipments m the first quarter ol 2009 versus 2008, Price improvements partially offset these dechmes: Weak demand and
mventory reductions resultimg from the cconomice conditions drove a 50%, dechne mosteel shipments i the first quarter ol
2009 compared 1o 2008 The continued weakness i the housimg market, surplus production, and general market uncertamty
resulted e lower lumber, paper, and newspnnt shipments in the quarter versus last year: Inaddinon, cement and stone
shipments dechmed i the st quarter of 2009 due to both lngh imventones and weak commercial and residennial construction
market activity.

ITntermodal — Decreasing volumes and fuel surcharges reduced freight revenue from itermodal shipments i the first quarter
ol 2009 versus 2008, partially offset by pricig gams. Volume from mternational traffic decreased 306 the first quarter of
2009 compared to 2008, reflecting the recessionary cconomy, contiued weak unports from Asia, and mereased diversions to
non-UPRR served ports: Addinonally, continued weakness i domestic housing and automotive sectors translated mto weak
demand e large sectors of the imtermanonal mtermodal market, which also contnibuted o the volume dechnes: Domesue
tralic decreased 9% the first quarter of 2009 compared to 2008, also reflectung the ccononue condions, the loss of a
customer contract, and lower volumes from less-than-truckload shippers.

Mexico Business — Each of our commodity groups mclude revenue from shipments to and from Mexico. Revenue from
Mexico business decreased 30°%6 10 $268 milhion n the fist quarter of 2009 versus 20080 Volume dechned moall siy
commodity groups, down 28% i aggregate during the first quarter of 2009, with substantial dechnes i automotive,
imdustnal products, and agnculiural shipments

Operating Expenses

Three Months Ended

Viarch 31 b
Millions of Dollars S 2009 200N Change
Compensation and benetits S L0700 S 1,132 (5)%a
Purchased services and matenals 399 464 (15)
Fuel 186 957 (60)
Depreciation REN 340 1
Fquipment and other rents 317 LR (7)
Other 220 242 (7)
lotal S 2,743 S 1482 (21)%

Operating expenses decreased S739 nllion i the first quarter of 2009 versus 2008 Our fuel price per gallon dechned 47%
durimg the penod, decreasimg operating expenses by $335 nulhon compared 1o 2008, Cost savings from lower volume,
productivity improvements, and better resource utihzatnon also drove lower operating expenses. Additionally, recovery costs
and operational impacts resultung from the January 2008 mudshde that occurred near Fugene, Oregon mcreased operating
expenses i the first quatter of 2008, resulting i a more favorable quatter-over-quarter comparison. Conversely, wage and
benehit mtlation partially offset these reductions

Compensation and Benefits Compensation and benefits include wages, payroll taxes, health and welfare costs, pension
costs, other postretirement benefits, and meentve costs Tower volume and productivaty mmmatives i all arcas, led o an 8%
dechne i our worklorce, saving S106 maillion m the first quarter of 2009 Conversely, general wage and benehit inflation
mcreased expenses m the first quarter partially offseting these reductions

N5
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Purchased Services and Materials - Purchased services and matenals expense meludes the costs of services purchased from
outside contractors: matenals used o mamtmn the Ralroad's Tmes, structures, and equipments costs of operating tacilites
jomtly used by UPRR and other ralroads; tansportation and lodgimg for train crew employees; trucking and contracting
costs tor mtermodal contumers; leased automobile mamtenance expenses; and tools and supphies. Decreased contract services
expense (mneludimg cquipment mamtenance) of $48 milhon and reduced crew tansportation and lodgimg costs ol S T4 mulhon,
due to lower volume levels, primanly contnibuted to the decrease ol expenses i the fist quarter of 2009 In addinon, we
performed  fewer locomotive reparrs durmg the quarter, which reduced locomotve matenials expense. Clean-up and
restoration costs related o the January mudshde also mcreased expenses i the first quarter of 2008, creating a tavorable
QUATTCT-OVCT-(UATTET COMPArIson.

Fuel  Fuel includes locomotive fuel and gasoline for nghway and non-highway vehicles and heavy equipment. Lower diesel
fuel prices, which averaged $1.51 per gallon (neluding taxes and transportation costs) i the first quarter of 2009 compared
1o 82 84 per gallon m the same penod m 2008, reduced expenses by $335 nulhon: Volume, as measured by gross ton-mules,
decreased 20% i the first quarter versus 2008, Towermg expenses by $177 nulhon compared to 2008, A 5% improvement in
our fuel consumption rate resulted in $45 million of cost savings due to the use of newer, more fuel efficient locomotves, ow
fucl conservation programs; improved network operations; and a shift i commodity mix, primanly due to fewer prenmum

(automotive and mtermodal) shipments

Depreciation The majonty of depreciation relates to road property, mcluding rail, nes, ballast, and other track matenal, A
higher depreciable asset base, reflectng ngher capital spending i recent years, increased depreciation expense i the first
quarter of 2009 Lower depreciation rates for ral and other track matenial oftset most of the increase. The lower rates, w hich
became eftective January 1, 2009 after review and approval by the Surface Transportation Board of the US- Department of
Fransportation, resulted from longer asset hves and reduced tack usage (based on lower gross ton-nules)

Equipment and Other Rents Equipment and other rents expense primanly includes rental expense that the Ralroad pays for
frerght cars owned by other rmlroads or private companies; freight car, mtermodal, and locomotive leases; other specialty
cquipment leases; and office and other rentals, Fewer shipments of finished vehicles, industral products and itermodal
contamers pnmanly contnbuted 1o the $23 nulhon reduction i our short-term freight rental expense m the first quarter o
2009 versus 2008 Lower lease expense for frerght cars, mtermodal contamers, locomotives, and fleet velicles also decreased

COSIS

Other— Other expenses include personal ijury, freight and property damage, msurance, environmental, bad debt, state and
local taxes, utihities, telephone and cellular, emplovee travel, computer software, and other general expenses. Other costs
were lower m the first quarter of 2000 compared to the fist quarter of 2008, primanly diven by a $12 milhon decrease m
frerght and property damage expenses due to lower volume levels: Expenses for personal injuries, employee tray cl, other
expenses associated with our vehiele fleet, computer software, and utilites also decreased m - the fist quarter ot 2009
compared o 2008 Conversely, higher state and local taxes (primanly property taxes) and an merease i bad debt expense
due to the ccononie downturn partially offset these lower costs

20
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Non-Operating Htems

Three Months Faded

Viarch 31, %
Mitlions of Dollars S S — o 2009 2008 Change
Other mcome - B 1 s a3 (8)%%
Interest cxpense ([“) (126) 12
Income taxes (1()")_) (2444) 2N%

Other Income — Other meome decreased mthe first quarter of 2009 compared o 2008 due 1o lower gams fron real estate
sales, decreased returns on cash mvestments reflecung Tower interest rates, and reduced rental and heensmg income, Lower
mterest expense on our sale of recervables program partally offset the decreases

Interest Expense  Interest expense inereased i the first quarter 2009 versus 2008 due 1o a higher wetghted-average debt
level of $9.0 bilhon, compared to $7.9 billion m 2008, partally offset by a lower ¢ffective mterest rite of 6.2% i the first
quarter of 2009, compared 1o 6.3% 1 the first quarter of 2008

Income Taves  Income taxes were $52 nullion lower m the first quarter 2009 compared 1o 2008, dinven by lower pre-tax
meome. Our effective tax rates were 34770 and 35 5% the st quarter of 2009 and 2008, respectively

OTHER OPERATING/PERFORNMANCE AND FINANCIAL STATISTICS

We report key Ratlroad performance measures weekly o the Association of American Ralroads (AAR), ncludimg carloads,
average datly inventory of rarl cars on our system, average tram speed, and average termmal dwell ume: We provide this data
on our website at www up.com mvestors reports imdex shuml

Operating/Performance Statistics

Ratlroad performance measures reported to the AARL as well as other performance measures, are mcluded m the table below

Three Mondhs Ended

March 31 %

2009 2008 Change

Average tram speed (nmules per hour) 212 22.2 23 %
Average termmal dwell ume (hours) 24.3 25,2 (4)%
Average rarl carmventory (thousands) 280.4 3063 (7)%a
Grross ton-nules (hilhons) 200.0 2072 20y
Revenue ton-miles (ilhons) 118.4 1407 (o)™ n
Operatmg ratio 80.3 NS 1.2 pt
Employees (average) 44,097 49,073 (8%
Customer sanstaction index 87 Sl 0 pt

Average Tramn Speed  Average ttam speed s caleulated by dividing tram nules by hours operated on our mam lines between

termmals, Lower volume levels, ongoing network managementinitiatives, and

37
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productivity improvements contributed to a 23% mprovement m average tram speed mothe Dist quarter of 2009 compared 1o
2008

Werage Termanal Dwell Time Average termmal dwell nme s the average tme that o rnl car spends at our termnals
Lower average termunal dwell tme miproves asset uthzaton and service. Average termnal dwell ume inproved 4% durnng
the first quarter of 2009 compared to 2008, Tower volumes combimed with mitiatives to more tmely deliver ral cars to ow

mterchange parmers and customers improved dwell tme

Gross and Revenue Tan-Mies  Gross ton-nules are caleulated by multuplying the werght ol loaded or empty freight cars by
the number of males hauled. Revenue ton-miles are caleulated by muluplying the werght of frerght by the number of tantt
miles. Gross and revenue-ton-niles decreased 20%0 and 1620, respectvely, e the st quarter of 2009 compared to 2008, due
o a 21% decrease m carloads. Commodity max changes (notably automouve shipments which were 8% lower i 2009
compared 1o 2008) drove the 4% difference in dechines between gross ton-nules and revenue ton-miles

Operating Ratio Operatng ratio s defined as our aparating expense as a pereentage ol operating revenues, QOur operating
ratio improved 1.2 points o 80376 i the fist quarter of 2009 Priice mcreases, lower fuel prices, network management
mitatives, and mproved productvity drove the improvement.

Emplovees  Productivity mitiatives and lower volumes reduced emplovee levels throughout the Company i the first quaiter
of 2009 versus 2008 Fewer i and engine personnel due 1o 21% lower volume and network mitiatives, combined with
improved productvity within the support orgamzations contrnibuted to a lower full-ume equivalent foree level

Customer Sansfaction Index The customer satisfaction survey asks customers to rate how satsfied they are with our
performance over the last 12 months on a vanety of attnbutes. A higher score mdicates ngher customer satstaction. The
improvement i survey results m the st quarter of 2009 generally retlects customer recognition ol our service
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Debtto Capital / Adjusted Debt to Capital

Muarch 31, December 31
Millions of Dollars, Except Percemtages T — U
Debt (a) S 9,195 S 8,927
bquey R ) - 15,05 15,447
Capital (b) S - S 24849 S 24 374
Debt o capital (ab) - 37.0% T 36.6%

Muarch 31, December 31,
Mullions of Dollars, Except Pereentages 7 00y 2008
ebt S 9,195 S 8.927
Value of sold recewvables S00 S84
Net present value ol operating leases 3,959 3,690
Unfunded pension and OPER 733 733
Adjusted debt (a) S 1.1,387 ) 13934
Lquaty ) 15,054 1507
Adjusted capital (b) - S 30041 S 29,381
Adjusted debt o capital (a b) 479% 47.4%

Adjusted debt to capital 1 a non-GAAP financial measure under SEC Regulanon G and Trem 10 of SEC Regulatnon S-KoWe
behieve tius measure s important o management and mvestors i evaluating the total amount of Teverape m our capital
structure, imcluding oft-balance sheet lease obhigations, which we gencrally mcur i connection with fiinancing the acquisition
of locomotves and frerght cars and certan facithties. Operating leases were discounted usimyg 6.2% at March 31, 2009 and
8.0% at December 31, 2008, respectively. The lower discount rate reflects changes to interest rates and our current hinancing
costs. We monmitor the ratio ol adjusted debt o capital as we manage our capital structure to balance cost-cltective and
efficient access to the captal markets with the Corporation’s overall cost of capital. Adjusted debt to capital should be
considered m addinon o, rather than as a substitute for, debt o capital. The tables above provide a reconcihanion from debt to
capital to adjusted debt o capual

LIQUIDITY AND CAPITAL RESOURCES

Financial Condition

Three Months Ended

Cash Flows \farch 31

Millvons ni,’l?n/.’m\ 2000 200N

Cash provided by operating actuvities - ' - 8§ 733 S bR

Cash used mmvestng activities (633 ¢17T1)

Cash provided by (used m) financing activities - - 121 (113)

Netchange i cash and cash equivalents S 217 S (51)
Al
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Cash Provided by Operating Actvines Lower net meome an the first three months of 2009 and o reducuon e the
outstanding balance ol our accounts recevable secuntizaton program combimed 1o decrease cash provided by operatimyg

activities. Changes and tnung of workmyg capital partially oftset these decreases

Cash Used i bvesung Actvines  Lower capital imvestments and fewer locomotves purchased but pending financimg drove

the decrease m cash used momvesting actvities,

[ he table below detals cash capatal mvestment

Theee Months Ended
March 31,

Millions of Dollars 2000 200N
Irack S DR S 407
Capacity and commercial facilities 07 120
Locomotives and frerght cars 15 3
I'echnology and other - 16 ] 62
otal ' ) S 82 S 620

Cash Provided by Financing Acovines  Cash provided by financmng activities inereased i the first three months of 2009
versus 2008 due to a decrease of $455 nullion i the repurchase of common shares partally offset by higher debtrepaviments
of S165 nulhion and increased dividends

Free Cash Flow  Free cash low 15 a non-GAAP financial measure under SEC Regulatnon G We believe free cash tlow s
mportant to management and mvestors moevaluating our financial performance and measures our ability to generate cash
without meurnng additonal external financings. Free cash flow should be considered i addion o, rather than as &
substitute for, cash provided by operating activinies. The table below reconeiles cash provided by operating actvities (GAAP
measure) Lo free cash Now (non-GAAP measure). We typically report negative free cash low i the first quarter due to
certann scasonal aspects of our business

Three Months Ended
March 31

Midlions of Dollars 2009 2005
Cash |\IU\Ith'k-i-t_\—_"—:‘]\t'l.lllﬂg activities - S 723 S 835
Cash used i mvesting activities (633) (771)
Dividends paid (130) (115)
I'ree cash flow S (40) ) (51)

Capital Plan

In response to cconomic condions and lower revenue, we plan to reduce our capital expenditures dunng the year o
approximately $2.6 bilhon from 828 llion. These capital mvestments may be adjusted up or down i response (o business
conditions or regulatory or other developments
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Financing Activities

Credir Factlies On March 31, 2009, we had $1.9 bilhon of credit avinlable under our revolving credit tacihiy (the facihy)
[he facthity 1s designated for general corporate purposes and supports the issuance ol commercial paper. We did not draw on
the facility durimg the thiee months ended March 31, 2009, Comnutment fees and terest rates payable under the facility are
similar to fees and rates avalable o comparably rated, mvestment-grade borrowers: The facihty allows for borrowimys at
Noatimg rates based on London Interbank Oftered Rates, plus a spread, dependimg upon our semor unsecured debt ratings
[he facility requires Unton Pacihic Corporation to mamtan a debt-to-net-worth coverage ratio as a condinon o makimy a
borrowing. At March 31, 2009 and December 31, 2008 (and at all times durmg the fist quarter), we were m compliance with
this covenant.

e defintion of debt used for purposes of caleulating the debt-to-net-worth coverage rano includes, among other things,
certan credit arrangements, capital leases, puarantees and unfunded and vested pension benefits under Trde TV of ERISA A
March 31, 2009, the debt-to-net-waorth coverage ratio allowed us 1o carry up to $31.3 bilhon of debt (as defined m the
facility), and we had $10.1 ilhon of debt (as defined i the facihity) owtstandimg at that date. Under our current capital plans,
we expedt o continue 1o satisly the debt-to-net-worth coverage ratio; however, many factors beyvond our reasonable control
could aftect our abihty o comply with this provision m the future. The facihity does not include any other financial
restrictions, credit rating tnggers (other than rating-dependent pricing), or any other provision that could require us o post
collateral. The facthty also mcludes a 875 million cross-default proviston and a change-of-control proviston. The term ol the
facility will expire i Apnl 2012, and we currently mtend o replace the facihity with a substannally sinlar credit agrecment
on or before the exprration date, which s consistent wath our past practices with respect to our credit facihties

At March 31, 2009, we had no commercial paper outstandmg. Outstanding commercial paper balances are supported by our
revolving credit facthty but do not reduce the amount of borrowmgs avatlable under the facihity. Darmy the three months
ended March 31, 2009, we assued 100 milhon of commercial paper and repmd $200 nulhon

Shelf Registration Statement and Stgnificant New Borrowings  Under our current shelf registration statement, we may issuc,
from ume to hme, any combimation of debt secunties, preferred stock, common stock, or warrants for debt secunties or

preferred stock mone or more offermgs

On February 20, 2009, we assued a total of $750 mallion of unsecured fixed-rate notes under our shelf registration statement
We gssued S350 nullion of 5.125% notes due February 15, 20014 and $400 mallion of 6.125% notes due February 15, 2020

[he net proceeds from ths oftening are for general corporate purposces

We have noimmediate plans toissue equity securities; however, we will continue to explore opportunities o replace existing
debtor access capital through issuances of debt secunties under our shelf registration, and, therefore, we may issue additonal

debt secunties at any time. At March 31, 2009, we had remaming authonty from our Board of Directors 1o issue up to $2.05
billion of debt secuntes under our shelt regastration

As of March 31, 2009, and December 31, 2008, we have reclassitied as long-term debt approximately STSO nulhon and $400
million, respectively, of debt due within one year that we intend to refimance. This reclassification rellects our ability and
ntent to refinance any short-term borrowimgs and certan current matunities of long-term debt on a long-term basis

Stock Splir On May 28, 2008, we completed a two-for-one stock spht, effected i the form of a 100% stock dividend. The
stock sphit entitled all sharcholders of record at the close of busimess on May 12,

3
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2008, o recenve one additonal share of our common stock, par value $2.50 per share, for cach share of common stock held

on that date.

Share Repurchase Program On January 30, 2007, our Board of Directors authonzed the repurchase of up to 40 nulhon
shares of Umon Pacific Corporation common stock through the end of 20090 On May 1, 2008, our Board of Directors
authorized the repurchase of an additonal 40 nulhion common shares by March 310 2001 Our assessments ol market
conditions and other pertment facts puide the ummg and volume ol all repurchases. Durnmg the three months ended
March 31, 2000, we did not repurchase shares under this program. Dunng the three months ended March 31, 2008, we
repurchased approxmutely 6.5 millhion shares at an agpregate purchase price of approximately $403 mmlhon. Repurchased
shares are recorded mtreasury stock at cost, which includes any appheable commuissions and fees

Off-Balance Sheet Arrangements, Contractual Obligations, and Commercial Commitments

As described in the notes to the Condensed Consohdated Fmancial Statements and as referenced in the tables below, we have
contractual obhigations and commercial commuments that may aflect our fimancial condition. However, based on our
assessment of the underlyving provisions and circumstances of our contractual obhgatons and commercal comnutments,
mcludmg matenal sources of off-balance sheet and structured finance arrangements, there 18 no known trend, demand,
commitment, event, or uncertamty that as reasonably hikely o oceur that would have a matenal adverse effect on our
consohdated results of operations, financial condiion, or hquidity, In-additon, our commercial obligations, financings, and
conmmtments are customary transactions that are similar o those of other comparable corporations, particularly within the
transportation mdustry

The following tables denuty material obliganons and commitments as of March 31, 2009

.'U” :i Pavments Due by Dee 31

”Hll“}"ﬂ T T e e e T
Contractual Obligations e, 34, After
Millions of Dollars Total 2008 20014 2011 22 2013 2003 Other
Debt [a] SOOI 46 S 409 S 847 S 896 S 1089 S 986 S 880 8
Operatng leases S.680 408 622 585 468 192 1.208
Caputal lease obhgations [b] 1.8009 gy 168 178 ) i) 182 1.090
Purchase obhigations [¢] 11338 678 371 132 RRYS 240 1440 30
Other postretirement benefits [d] 455 31 43 45 45 47 ARR
Income tax contingencies [¢| I3 3 : . ] . 10
'otal contractual obligations S 24441 S 1718 §2.051 2036 S 1960 & 1,817 S 14817 § 42

ok

these

e an the Other column
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Apr : : :
/ Amount of Commument Expoation by Dec 31
throngh
Other Commercial Commitments [T B After
Millions of Dollars [otal 20049 20140 2011 2012 2003 2013

Credut tacihties [a] - 5 }'}?(JU 5 SN - S 1 900 5 = 5
Sale of recevables [b) 700 700 - - . :
Guarantees [¢] ER R 1 A4 i 22 b 279
Standby leters of credit [d] 29 h 21 - . -

Fotal commercral commitments £ 3073 § 1272 S 65 % 77 S 1922 8 8 & F70

wats tved as of March 31 20009

les proyram was wtdhized ar March 31

fa]  Nowne of the credu facil

[B] SS00 mullion of the sale of recenva [ 2008 The full proyram matires in b

f¢] Includes guaranteed obliganons related 1w our headguarters alding, equipment financings, and athliated ope on

Note of the letters of credit were deawn upon as of March £1 2009

Sale of Receivables  The Ralroad transters most of 1ts accounts recenvable o Umon Pacific Recenvables, Ine (UPRT,
bankruptey-remote subsidiary, as part of a sale of recevables facihity. UPRT sells, wathout recourse ona 36--day revolving
basis, an undivaded mterest m such accounts recevable to mvestors. The total capacity to sell undivided mterests to mvestors
under the tacility was $700 mulhion at both March 31, 2009 and December 31, 2008 The value of the outstandimg undivided
interest held by investors under the facihty was $300 mithon and $384 mulhon at March 31, 2009 and December 31, 2008,
respectively. During the three months ended March 31, 2009, UPRI reduced the outstandimg undinvaded mterest held by
imvestors due to a decrease m o avarlable receivables. The value of the outstanding undivided interest held by mvestors s not
mcluded i our Condensed Consolidated Financial Statements. The value of the undivided mterest held by mvestors was
supported by S91T nulhon and $1,015 nalhon of accounts recervable held by UPRT at NMarch 31, 2009 and December 31,
2008, respectivelys At March 31, 2009 and December 31, 2008, the value of the interest retmned by UPRTwas S411 nullion
and $431 malhion, respectively, This retamed interest 1s included i accounts recevable m our Condensed Consohidated
Financial Statements. The mterest sold o investors s sold at carrving value, which approximates farr value, and there s no
gaun or loss recogmzed from the transaction

[he value of the outstanding undivided interest held by investors could fluctuate based upon the avalabihty of chgble
recenvables and s directly affected by changimg busimess volumes and credit nisks, mcluding detault and dilunon I default or
dilution ratios merease one percent, the value of the outstanding undinvaded mterest held by investors would not change as ot
March 31, 2009, Should our credit rating fall below mvestment grade, the value of the outstandimg undivided mterestheld by
mvestors would be reduced, and, i certinn cases, the mvestors would have the nght to discontinue the facihity

[he Ratlroad services the sold recevables; however, the Railroad does not recogmize any servicing asset or hability as the
servicing fees adequately compensate us for these responsibihities. The Rmlroad collected approxmmately S35 bilhon and
S billion durmg the three months ended March 31, 2009 and 2008, respectively, UPRT used certan of these proceeds o
purchase new receivables under the facihty

I'he costs of the sale of recevables program are included m other mcome and were $3 nualhon and §7 malhon for the three
months ended March 31, 2009 and 2008, respectively. The costs clude miterest, program fees paid 1o banks, commercal
paper ssumg costs, and fees for unused commitment avanlabihty

I[he mvestors have no recourse to the Ranlroad's other assets except for customary warranty and indemmity clamms. Creditors
of the Ranlroad do not have recourse to the assets of UPRI

-
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OTHER MATTERS

Asserted and Unasserted Claims  Vanous clamms and Towsunts are pendimyg agamst us and certn ol our subsidianes. We
cannot fully determine the effect of all asserted and unasserted cliims on our consohdated results of operations, financial
condition, or hquidity; however, 1o the extent possible, where asserted and unasserted claims are considered probable and
where such clams can be reasonably estimated, we have recorded a hability. We do not expect that any known Lowsuits,
clanms, environmental costs, commitments, contingent habihities, or puarantees will have a matenal adverse effect on o
consohidated results of operations, financial condinon, or hqudny after aking mto account habthtues and nsuranee
recovenies previously recorded for these matters

Indemnities  Our maxumum potential exposure under mdemmification arrangements, includmyg certam tax indemnitications,
can range from o specified dollar amount 1o an unhnited amount, dependimg on the nature of the tansactons and the
agreements. Due to uncertamty as to whether clams will be made or how they will be resolved, we cannot reasonably
determine the probabihity of an adverse clam or reasonably estimate any adverse hability or the total maximum exposure
under these mdemmbicaton arrangements. We do not have any reason o beheve that we wall be required o make any
material payments under these imdemnmity provisions

CAUTIONARY INFORMATION

Certamn statements i this report, and statements m other reports or imformation filed or o be filed with the SEC (as well as
mformation mcluded i oral statements or other written statements made or to be made by us), are, or will be, forward
looking statements as defined by the Secunties Act of 1933 and the Secunues Exchange Actof 19340 These forward-looking
statements and information nclude, without linntation, the statements and mformation set forth under the capuion “Ligquidaty
and Capual Resources™ m Item 2, and any other statements or mformaton i this report regarding: expectations as o
operational or service improvements; expectations regarding the effectiveness ol steps taken or o be taken o mmprove
operations, service, mifrasttucture improvements, and transportation plan modifications (mcludimg statements set forth m
[tem 2 regarding expectations related 1o our capital expenditures); expectations as to cost sivangs, revenue growth, and
carnmygs; the tme by which goals, targets, or objectives will be achieved; projections, predictions, expectations, estimates, or
forecasts as o our busmess, financial and operatonal results, future economie performance, and general cconomic
conditions; proposed new products and services: estimates of costs relating o environmental remediation and restoration:
expectations that clmms. hugation, environmental costs, comnutments,  contingent habihues, Tabor negotiations o1
agreements, or other matters will not have a matenial adverse effect on our consohdated results of operations, financial
condition, or hiquidity and any other sinmlar expressions concernmg matters that are not lustonical facts

Forward-looking statements and mformaton reflect the good fath consideration by management of currently avanlable
mformation, and may be based on underlving assumptions believed to be reasonable under the circumstances. However, such
mlormation and assumptions (and, therefore, such forward-lookmg statements and mformaton) are or may be subject to
varables or unknown or unforesceable cvents or circumstances over which management has httle or no mfluence or control
The Risk Factors in Ttem 1A of our 2008 Annual Report on Form 10-K, filed February 6, 2009, could affect our future results
and could cause those results or other outcomes to differ matenally from those expressed or imphed m the forward-looking
statements, and s report, meludmg this Ttem 2, should be read i conjunction with these Risk Factors. To the extent
curcumstances require or we deem 1t otherwise necessary, we will update or amend these nisk factors ma Form 10-Q or Form
S-K o Information regarding new nisk factors or matenal changes to our nisk factors, i any, s set forthom Trem TA of Parc 11 ol
this teport, Forward-looking statements should not be read as a guarantee of futire performance or results, and will not
necessartly be accurate mdications of the times that, or by which, such performance or results will be
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achieved, Forward-lookimg mtormation s subject to nsks and uncertnnties that could cause actual performance or results 1o
ditfer matermally from those expressed i the statements

Forward-lookmg statements speak only as of the date the statement was made. We assume no obhgation to update forwvard
looking mformaton o reflect actual results, changes m o assumptions or changes n other factors aflecung forward-lookiny
mformation. £ we do update one or more forward-lookmy statements, no nference should be draswn that we will make
addional updates with respect thereto or with respect to other forward-lookimg statements,

Ttem 3. Quantitative and Qualitative Disclosures About Market Risk

Ihere were no matenal changes to the Quanttative and Qualitative Disclosures About Market Risk previously disclosed
our 2008 Annual Report on Form 10-K

Item 4 Controls and Procedures

As of the end of the penod covered by s report, the Corporation carnied out an evaluation, under the supervision and with
the participation of the Corporation’s management, mcluding the Corporation’s Chiet” Executive Officer (CEO) and
Fxecutive Vice President  Finance and Chief Financral Officer (CFO), of the elffectiveness of the design and operatnon ol the
Corporation’s dhsclosure controls and procedures pursuant o Exchange Act Rules 13a-15 and 15d-15 In designing and
evaluating the disclosure controls and procedures, management recognized that any controls and procedures, no matter how
well designed and operated, can provide only reasonable assurance of achieving the desired control objectives. Based upon
that evaluation, the CEO and the CFO concluded that, as ol the end of the pentod covered by this report, the Corporation’s
disclosure controls and procedures were effective to provide reasonable assurance that mformation required o be disclosed
our Exchange Act reports s recorded, processed, summarized and reported within the tme penods specified by the SEC, and
that such mformation s accumulated and communicated o management, mcluding the CEO and CEOL as approprate. o
allow tmely decsions regardimy required disclosure

In January 2009, the Corporation mmplemented SAP. @ management imformation system. The new systemoimproves out
business eftfectuveness and anternal controls by replacmg certam financial systems with a more mtegrated process for
managing and recording financial mformation. Although this implementation resulted i changes o the Corporation’s
mternal control over financial reportng (as defined m Exchange Act Rules 13a-15(1) and 15d-15(0), the CEO and CHO have
determined that there were no changes that matenally aftected the Corporation’s mternal control over financial reporting
during the first quarter and currently beheve that such changes are not reasonably hkely to materially aftect the Corporation’s
mternal control over hinancial reporting

PART L OTHER INFORMATION
Item 1. Legal Proceedings

From time to time, we are mvolved m legal proceedimgs, claims, and huganon that occur in connection with our busimess We
routinely assess our habihties and contimgencies m connection with these matters based upon the Tatest available information
and, when necessary, we seek mput from our third-party advisors when making these assessments, Consistent with SEC rules
and requirements, we descnibe below matenial pendig legal proceedings (other than ordinary routine ingation madental to
our busmess), matenal proceedings known to be contemplated by governmental authorties, other proceedings ansing under
federal, state, or local environmental laws and tegulatons (including governmental procecdings mvolving potential fines,
penalties, or other monetary sanctions i excess of $100,000) and such other pendmg matters that we may determine o be
approprate
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Environmental Matters

Ax we reported i our Quarterly Report on Form 10-0) for the quarter ended June 30, 2008, the Ralroad has been engaged in
discusstons with the United States Attorney for the District of Utah and the Utah Attorey General concernimg the transter ol
certin engineermg stenal huts o a reeyeler m Salt Lake Cuy in September 2005 The EPAL the United States Attorney, and
the Utah Atomey General contend that the Ratroad filed to provide predemohtion nouhication pursuant o the Natonal
Enissions Standards tor Hazardous A Pollutants (NESHAPs) prior to removing those huts from thew foundations. The
Ralroad mantains that the predemaohition notfication requirements of the NESHAPs do not apply to the removal of these
stgnal huts, In January 2009 the Ralroad and the government entered mto a consent decree under which the Rabroad agreed,
without admitting hability, 1o pay cival penalues i the amount of $150,000 to the Utah Department ol Environmental Quality
and $50,000 to the US. Treasury o resolve these clims. Addinonally, the Ralroad agreed to reimburse the Utah Attorney
General's Office $28,202 for its imvestigative costs i the matter, On March 4, 2009, the United States Distnet Court for the
Iistnet of Utah entered the Consent Decree

We recenved notices from the EPA and state environmental agencies allegmg that we are or may be hable under federal or
state emvaronmental laws for remediation costs at vanous sites throughout the United States, including sites on the Superfund
Natonal Prionties List or state superfund hists. We cannot prediet the ulumate impact of these proceedimgs and suits because
of the number of potentally responsible parties mvolved, the degree of contammation by various wastes, the scarcity and
quality of volumetrie data related to many of the sites, and the speculanve nature of remediation costs

Other Matters
None
Item LA Risk Factors

Ihere were no matenal changes from the nisk factors previousty disclosed i our 2008 Annual Report on Form 10-K
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Item 2. Unregistered Sales of Equity Seeurities and Use of Proceeds

Purchases of Equity Securities Ihe following table presents common stock repurchases dunmg cach month for i Tkt
quarter of 2000

Total Number of Shares Moo Nuniher of

Total Number Average Purchased as Part of a - Shares That May Yet Be

of Shares — Price Paid - Publicly Announced Plan Purchased Under the

Period _Pweehased [a) - Per Share orProgram Plan or Program [b]
Jan. 1 through Jan, 31 78,580 8 BRI - 12,577,090
Feb 1 through Feb. 28 14,543 4613 : 12,577,000
Mar, 1 through Mar 310 607 40 .80 : 10 000
Total - 93,730 & 4476 i N/A

tdes 93 730 shares delivered or attested o

her of shares p M ENCTCISe Prives

croess fa

WECINes OF Ao s, aned gy

[ reterntion shires
[b] On Januaey 3§00 J

of Directors authory: to reprch shares of « oy these

t the open market or thre JATATTIE

200N our B 7]

! , o} =
Directors author::

Dividend Restrictions Our revolving credit facihty includes a debt-to-net worth covenant that, under certam
circumstances, restricts the payment of cash dividends o our sharcholders. The amount of retaned carmmgs available for
dividends was $10.6 bilhon and $10.5 billion at March 31, 2009 and December 31, 2008, respectively

Item 3. Defaunlts Upon Senior Seeurities

None

[tem 4, Submission of Matters to a Vote of Security Holders
None

[tem 5. Other Information

None
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Ltem 0. xhibits
Eshibit No.

Faled swath tis Statement
R

(a)

31(b)

Incorporated by Reference

Ya)

3(b)

A

Aih)
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Rato of Farmings o Fixed Charges for the Three Months Ended March 3102000 and 2008

Certfications Pursuant o Rule 13a-14¢a), of the Bxchange Act, as Adopted pursuant o
Section 302 of the Sarbanes-Oxley Act of 2002 - Tames RO Young

Cernhications Pursuant o Rule 3a-14(a), of the Exchange Act, as Adopted pursuant 1o

Section 302 of the Sarbanes-Oxley Act of 2002 - Robert Mo Kmght, Ir

Certifications Pursuant to 18 US CoSecnon 1350, as Adopted pursuant to Section 906 of the
Sarbanes-Oxley Actof 2002 - James R Young and Robert Mo Kmpht,

By-Laws of UPC, as amended, effective September 25, 2008, are corporated heren by
reference to Exhabit 3.2 to the Corporation’s Current Report on Form 8-K dated September
30, 2008,

Revised Artcles of Incorporation of UPC, as amended through NMay 1, 2008 are mcorporated
herem by reference o Extubit 3(a) to the Corporation’s Quarterly Report on Form 10-0) for
the quarter ended September

N

30, 2008

Form of Debt Security (Note) s mcorporated herein by reference o Exlubit 401 o the
Corporation’s Current Report on Form 8-K, dated February 10, 2009

]

Form of Debt Secunty (Note) as meorporated herem by reference o Bxlubie 4.2 1o the

Corporation’s Current Report on Form 8-K, dated February 20, 2009

is

562000
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SIGNATURES

Pursuant to the requirements ol the Sceurtties Exchange Act ol 1934, the Regstrant has duly caused this report to be signed
on ats behalt by the undersigned thereunto duly authorized

Dated: Apnl 24, 2009

UNION PACHFIC CORPORATION
(Registrant)

By s Robert M. Kmight, Ir
Robert Mo Kmight, I
Excecuuve Vice President  Fimmance and
Chief Financal Othicer
(Principal Fmancial Officer)

By s Jeftrey P Totsek
leftrey P Totusek
Vice President and Controller
(Prmcipal Accountung Officer)
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